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DISCUSSION. 

Guy S. Caelender : Professor Carver judges rightly 
wherein the strength of the free trade position lies : it 
is in the claim that under the direction of private enter- 
prise labor and capital, if free to move from one indus- 
try to another, tend to seek those industries that are 
most productive. It is, indeed, for the purpose of 
earning the largest profits that labor and capital are 
turned to any particular industry. The individual who 
controls them is seeking only his own advantage. But, 
as Adam Smith long ago pointed out, " he is led by an 
invisible hand " to promote also the economic welfare 
of the community ; because those industries that yield 
the largest profits are also the ones that in general yield 
the largest utility to the community — utility being 
used in a strict economic sense. It is natural to expect 
that a person seeking to provide a theoretical basis for 
the policy of protection will attack this time honored 
doctrine ; and nearly every protectionist from Hamilton 
and List to the present time has, in fact, done so. In 
the third and most important part of his paper Professor 
Carver admits that, unless it can be overthrown, the 
free trader must always have the advantage in the 
argument. 

If I understand him, Professor Carver denies that 
there is any necessary connection between the " profita- 
bleness" of an industry and its " productivity" — that is, 
between its ability to yield profits to the persons carry- 
ing it on, and its ability to produce large utility to the 
community. I do not suppose he would deny that there 
are many industries in which " profitableness" and "pro- 
ductivity" are connected ; but he holds that there are 
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other industries in which there is no such connection, 
and that, therefore, labor and capital in seeking indus- 
tries that yield large profits will leave undeveloped other 
industries that are more productive to the community. 
It is to prevent this neglect of productive industries for 
those more profitable but less productive that the pro- 
tective policy may be legitimately applied. Now it 
seems to me that the value of this argument turns 
wholly upon the question of fact, whether this distinc- 
tion of profitableness and productivity between indus- 
tries be a true one ; and, if so, whether industries that 
yield small profits but very large utility exist in any 
considerable number, and are of such a nature as to be 
capable of development by the protective policy. Upon 
these questions of fact the paper seems to me to be far 
from satisfactory. Professor Carver points out that 
there may be an industry which produces great utility 
to the community, but which affords no profit at all, 
such as the maintenance of light-houses. He admits 
that this is not an industry which could be developed 
by protection, though he insists that it differs only in 
degree from one that might be so developed ; he refrains 
however, from giving us any example of such an in- 
dustry. He then goes on to point out that there may 
be also an industry which is purely " acquisitive," i. e., 
which yields profits but no utility at all. (Is there any 
industry outside of gambling and robbery which 
furnishes no utility to the community at all?) He 
then invites you to believe that there are all grada- 
tions of industry between these two extremes. He 
argues that close a connection between profit and pro- 
ductivity implies a much greater harmony of interest 
among the different members of the community than 
actually exists. He affirms, on the contrary, that an- 
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tagonism of interest among the different members of 
the community is " fundamental in economic science " ; 
that, " one man's interest is served by having the labor 
and capital of the community directed in one line, and 
another's by having them directed in quite a different 
line " ; that each individual will seek to direct industry 
in the line most conducive to his own interest ; and 
that, in many cases, his interest will not harmonize 
with the interest of the community. He makes the 
further statement that industries differ greatly in the 
extent to which the persons carrying them on are able 
to appropriate as profits the utilities which they create. 

Now all these statements may, or may not, be true. 
Their entire truth, at any rate, is not altogether ob- 
vious, to say the least. And even if we admit their par- 
tial truth, the argument for protection based upon 
them is not at all conclusive. What we need to know 
before we can judge of the value of this claim for the 
protective policy is : (1) How may we distinguish a 
productive from a merely profitable industry? (2) Do 
industries that are productive but not profitable actually 
exist in any considerable numbers? and (3) Are such 
industries of that kind as do exist capable of being de- 
veloped by a protective tariff? These are points con- 
cerning which Professor Carver has left us very much 
in the dark, and they are points upon which, I repeat, 
we need a good deal of enlightenment before this par- 
ticular argument for protection can have much practical 
or theoretical value for us — unless indeed economic 
theory is to be made up of a body of pure speculation 
based upon hypotheses which have little correspond- 
ence with the actual conditions of industry. 

It is by no means clear to me from the reasoning in 
the paper that there is any considerable number of in- 
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dustries that can yield large utility to the community 
without offering large profits to those who undertake 
them, I am still more doubtful as to whether such in- 
dustries, if they do exist, are of such a nature that they 
can be developed by a protective tariff. And this un- 
certainty is not much dispelled by a consideration of 
the one concrete example of such an industry, which 
Professor Carver has given. He thinks it is possible — 
and indeed implies that it has actually happened in 
some countries — that the owners of land might find it 
profitable permanently to devote it to pasturage, when 
it would be very much more useful to the community 
if devoted to cultivation. It seems very doubtful to me, 
whether this has ever occurred, or ever could occur, in 
any country for any considerable length of time. A 
rise in the price of wool relative to the price of other 
products of agriculture would of course cause a diver- 
sion of land from cultivation to pasture ; but this use 
of the laud could not continue to be profitable if the 
community needed the products of cultivation more 
than wool. If this change diminished the supply of 
products of cultivation, the price of those products 
would rise until it became more profitable to use the 
land for cultivation than for pasture, and labor and 
capital would be turned back to cultivation. I cannot 
conceive of the land of a country being permanently di- 
verted from cultivation to pasture unless it should be- 
come possible for that country to secure the products of 
cultivation more cheaply by international trade than 
by domestic agriculture. In that case, the use of the 
land for pasture is not diverting it from a more produc- 
tive to a less productive industry, because considering 
the relation of agriculture to other industries, pasture 
farming is the more productive of the two. England is 
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the only country where such a change has taken place 
on a large scale in recent times, and the conditions 
above mentioned have existed in that country and 
made the change possible. She would certainly not 
be richer to-day if she had prevented the change from 
cultivation to pasture by protection or by any other 
kind of legislation. 

This suggests another point in which his example 
seems to be at fault. He assumes that the change from 
cultivation to pasture farming will injure the laboring 
class, because some of the laborers will be thrown out 
of employment and can secure employment only by of- 
fering their labor at lower wages. This seems to over- 
look the effect of the change on capital. If pasture 
farming requires less labor than cultivation, so also 
does it require less capital ; and the same change which 
leaves a certain amount of labor unemployed, sets free 
at the same time, a certain amount of capital which 
must seek employment in other industries. The in- 
vestment of this capital will create a demand for the 
labor thrown out of employment at as high wages as 
was paid in the old industry. 

Time will permit me to mention only briefly the sec- 
ond argument of the paper. This argument really de- 
pends upon the third for its practical value ; for I take 
it no one would hold it good policy to legislate to give 
the laboring class a larger share of the product of in- 
dustry, if by so doing the amount of that product is di- 
minished. Professor Carver has not yet shown us how 
industries which employ more labor and less capital can 
be substituted for those in existence without diminish- 
ing the total product of industry. The argument as it 
stands seems to me to justify resistance 011 the part of 
the laboring class to the iutrodixction of all labor-saving 
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machinery into industry. According to it we should 
benefit the laboring class by discouraging the produc- 
tion of grain for example, in which we make large use 
of capital in the shape of animals and machinery, and 
encouraging the production of sugar beet or flax in 
which we can make but little use of capital. This looks 
very much like the fallacy of the trade unionist who 
seeks to make wages high by " making as much work " 
as possible. 

In conclusion, I will add this further remark. If 
Professor Carver be seeking in his paper to establish a 
new basis for the protective policy, he seems to me en- 
tirely to have failed to accomplish his purpose. If, how- 
ever, he wished only to establish a " theoretical possi- 
bility " that the protective policy maybe wisely applied, 
then, if we admit his premises to be true, he has perhaps 
established his case. But this " theoretical possibility " 
is of very little practical value. He has yet to show 
that the conditions which make it true prevail to any 
considerable extent in modern industry. 

Maurice H. Robinson : Economic theory when it 
realizes its largest possible value becomes simply a 
body of scientific generalizations founded upon a 
thorough understanding of existing conditions. Any 
examination of the theoretical possibilities of a protec- 
tive tariff ought therefore to take cognizance of any 
and all conditions that may operate to modify its normal 
workings. Owing to the complexity of economic phe- 
nomena, it is usually convenient to assume the com- 
petitive system, since it is fundamental and permanent, 
formulate the general rule and then notice the effect of 
modifying conditions whether due to inertia, ignorance, 
or monopolistic control. Some writers in treating of 
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the effects of a protective tariff are inclined to empha- 
size the influence of the fundamental conditions, while 
others enlarge upon the effect of the modifying circum- 
stances ; the probability of agreement or disagreement 
depends largely upon the point of view. 

Hamilton assumed that internal competition would 
permanently protect the home consumer. In his report 
on manufactures he said : " When a domestic manufac- 
ture has attained to perfection and has engaged in the 
production of it a competent number of persons it in- 
variably becomes cheaper — the internal competition 
which takes place soon does away with everything like 
monopoly and by degrees reduces the price of the article 
to a minimum of a reasonable profit upon the capital 
employed .... in a national point of view a tem- 
porary enlargement of price must always be well com- 
pensated by a permanent reduction of it." Professor 
Carver has also, in general, assumed the competitive 
system in effective working order, except in one case, 
— that of the ejected laborers. He there implies that 
there is no opportunity for a readjustment to be effected 
by the flow of some of the laborers into the rank of 
tenant or independent farmers. Hamilton grants 
without argument that there would be a temporary en- 
largement of the price of the protected goods until the 
home production could be adjusted to meet the enlarged 
demand. Professor Carver has instanced one case 
where he intimates that the industrial organization is 
so sensitive that the production will automatically and 
instantaneously be adjusted to meet the enlarged de- 
mand — a condition which it would be difficult to realize 
in fact. 

This case needs further analysis. It is probably true 
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that the goods could be produced more cheaply either 
at home or abroad for a considerable period of time at 
least. Suppose the natural condition were more favor- 
able for the production of the article abroad, the pro- 
duction both at home and abroad being under the law 
of diminishing costs, the tariff would cause more of the 
goods to be produced at home than under a regime of 
free trade and therefore the total cost of all the goods 
produced both at home and abroad would be greater. 
Hence while the price of goods would fall continuously 
in the home market, the selling price would necessarily 
be maintained at a somewhat higher level than under 
the free importation of the goods. If, on the other 
hand, the advantage in the cost of production were 
with the home producer, he would inevitably take and 
hold the home market without the stimulus of the 
tariff. The imposition of a duty would hasten the pro- 
cess, since the factors of production are not perfectly 
mobile. Whether the home consumer would get the 
benefit of the reduced cost would depend upon the ef- 
ficacy of internal competition. Should the imposition 
of a duty in this case encourage the formation and facili- 
tate the workings of industrial combinations, or trusts, 
the consumer would hardly get all the benefits of the 
lessened cost of production. Such, in fact, appears to 
be the case. Trusts are formed, not for philanthropic 
purposes, but to protect the interests or increase the 
profits of the interested parties. This end may be ac- 
complished either by lessening the costs of production 
or increasing prices. Costs may be reduced by lessen- 
ing the risks of the industry, by eliminating waste, by 
inaugurating economies in processes and in organiza- 
tion. Prices may be increased by eliminating competi- 
tion and establishing a monopoly. A protective tariff 
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under the given circumstances puts a premium upon 
the formation of trusts upon both of the following 
counts : (1) The protective system increases the risks 
of production ; there are continual tariff changes, 
" tariff tinkering," " tariff reform," etc., or the fear that 
such changes are imminent. Furthermore the pro- 
tected industry is deprived of the steadying influence of 
the world market, under free trade economic disturb- 
ances are partially compensated and widely distributed. 
The formation of a trust here acts as an insurance 
agency for the weaker producers. And (2) If such con- 
solidation be at all complete, competition is shut out 
up to the importing point by the tariff wall. These 
two influences of a protective tariff working in a dif- 
ferent way upon the strong and weak producers, while 
not the chief causes, tend powerfully toward the same 
end — industrial consolidation. The weak producer 
looks upon the combination with favor because he 
hopes for protection from the risks of the business ; the 
strong one because his chances for monopoly profits are 
increased. The protective system is thus constantly 
encouraging the formation of consolidations and per- 
mitting them to exact a monopoly profit, provided the 
independent home producer can be kept out. 

It might be supposed that if the imposition of a duty 
is thus a strong factor in building trusts its abolition 
would cause their destruction. Such is not the case 
however. The possibilities of a protective tariff do not 
end here. The wholesale abolition of duties on trust 
made goods probably would have a far different effect 
from that usually expected. For (1) It would have a 
greater tendency to destroy the independent producer 
than the trust ; and (2) By freeing the home field of 
the troublesome independent producer it would pave 
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the way for the inauguration of international trusts, 
whose effective regulation would prove a far more diffi- 
cult task than the regulation of national trusts have yet 
proved to be. 

It appears from the foregoing analysis : (1) That 
where the goods upon which a duty is laid are produced 
at parallel costs both at home and abroad the prices in 
the home market will be raised, temporarily at least, 
while the necessary readjustment of the productive 
forces is being effected ; (2) That where the cost of pro- 
duction is less in the foreign market, the imposition of 
a tariff will throw the burden of increased cost chiefly 
upon the home consumer ; and (3) That, when the cost 
of production is less in the home market, a duty first 
stimulates the home producers, then puts so large a 
premium on the formation of a trust among the pro- 
ducers of the protected line of goods that, in this age of 
industrial consolidation, it cannot be predicted with 
any certainty that the saving in costs of production 
will accrue to the ultimate consumers. 

Fabian Franklin : I should like to say a few words 
on the third head of Professor Carver's paper. Pro- 
fessor Callender attacked Professor Carver's position by 
citing the actual circumstances of economic life, but I 
think that taking the article in the abstract it involves 
an error which is very fundamental. Professor Carver 
took the position that the economic doctrine on which 
the free trade theory rests — that a protective tariff inter- 
feres with the pursuit of the most productive indus- 
tries — contains an essential fallacy. I do not know that 
I can put better what I want to say (for I have not pre- 
pared the argument at all, and it is a little difficult to 
put the criticism in general terms) than by taking up 
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the illustration of the lighthouse. Professor Carver 
spoke of the lighthouse as a very productive form of 
investment, which nevertheless would not spontaneously 
attract capital to its production, and nobody will deny 
that it takes government interposition to cause a light- 
hoiise to be erected. But that has nothing what- 
ever to do, so far as I can see, with the question of pro- 
tection. In the case of the tariff, the question is not 
whether such and such a thing shall be produced or 
not, either by governmental action or by private enter- 
prise ; the question is in what way the thing shall be 
acquired by private enterprise. The question of the 
production of the lighthouse is the question whether it 
shall be produced or not. Take on the other hand, the 
matter of the protective tariff. We are going to get 
cloth in this coimtry, and we are going to get wheat. 
We are going to get both of them by private enterprise. 
The thing which the economists a hundred years saw 
absolutely clearly was that we are going to get these 
things by private means one way or another. We are 
either going to make a large quantity of wheat and send 
part of it abroad and get cloth, or make a smaller 
quantity and make the cloth ourselves. Which of those 
things is more productive, taken in the aggregate? It 
is not a question of net profits by any means. We are 
going to do the one thing or the other, according to 
which one of the two things will on the whole be the 
more productive. 

There is no doubt that the government could by the 
exercise of its powers determine the activities of man- 
kind so as to make them take forms far more useful 
than those they actually take. The question is whether 
the interposition of the protective tariff is a case of this 
kind. That seems to have been overlooked. The 
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analogy of the light-house indicates a wrong point of 
view. It is not a question of whether we are going to 
have the light-house or not, and it is not a question of 
whether we are going to have other things or not, but 
whether we are going to acquire more readily through 
the agency of the protective tariff things which we 
should in any case acquire in one way or the other. 

Henry B. Gardner : Professor Carver's first point, 
as I understand it, rests on an impossible assumption. 
He supposes that under conditions of free trade in the 
case of an industry subject to the law of diminishing costs 
part of the product is supplied by home producers and 
part by foreign producers. Under such conditions, how- 
ever, the competition between home producers and 
foreign producers would inevitably go on until one or 
the other had been driven out. The assumption upon 
which Professor Carver rests his argument implies an 
impossible adjustment as a permanent adjustment. It 
seemed to me, also, that Professor Carver's second and 
third points are really the same point treated in some- 
what different ways. For they are both cases in which 
through the action of the protective tariff labor and 
capital may be diverted from industries which require 
a relatively large amount of land, in proportion to the 
labor employed, to industries in which there is a demand 
for a relatively small amount of land, in proportion to 
the labor employed. The two points seem to be varia- 
tions of the same fact. Further, in relying on this fact 
as he does in his second point to show that the protec- 
tive tariff can lead to increased wages he seems to me 
to overlook the strongest theoretical argument that can 
be brought forward in support of his position, an argu- 
ment which, if I remember rightly, Professor Patten de- 
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veloped some ten years ago, namely, that through a 
protective tariff we can, under certain circumstances, 
affect the distribution of industry, and consequently 
relative prices, within a country in such a way as to 
diminish the prices of those articles which laborers con- 
sume (and increase the earning power of laborers meas- 
ured in these articles) at the same time that we increase 
the prices of other commodities and diminish the pro- 
ductive power of the country as a whole. Take for ex- 
ample a country which under conditions of free trade is 
an exporter of agricultural products and an importer of 
certain classes of manufactured goods not largely con- 
sumed by the laboring classes. Through a protective 
tariff cutting off the importation of those goods, and 
compelling their production at home, we divert labor 
and capital from the agricultural industry to this manu- 
facturing industry. The agricultural industry being 
subject to the law of diminishing returns, the diversion 
of labor and capital from it tends to raise the margin of 
production, to lower the margin of cost, and thereby to 
reduce the price of agricultural products. At the same 
time the price of commodities previously imported is in- 
creased but if the laborer does not consume these com- 
modities and does consume principally agricultural pro- 
ducts, the change will be of benefit to the laborer ; his 
wages will go up, not as measured by his power to pur- 
chase commodities in general, but by his power to pur- 
chase the particular commodities which he consumes. 
The increased price of the previously imported com- 
modity will be shifted on to the shoulders of those who 
consume that commodity, and it is perfectly possible 
they should be other than the laboring classes. It 
seems to me that this is the essential fact upon which 
the theoretical argument should rest ; that protection 
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may possibly act in such a way as to raise wages, even 
though it may diminish the total product. 

Thomas N. Carver : As to Professor Gardner's sug- 
gestion I am quite aware that Professor Patten's argu- 
ment is quite forcible, but I take it for granted that 
members of this Association are reasonably familiar 
with it, and so I preferred to devote my attention to 
other points that did not seem to have been sufficiently 
emphasized, as yet. And I am also quite willing to ad- 
mit that my second point and my third point come to- 
gether, which is precisely what I intended. I have 
tried to maintain the position that the protective tariff 
may increase the demand for labor relatively to the 
other factors. It is a very important question then 
whether it does that at the expense of the total product. 
If it comes about that you can increase the share going 
to laborers and at the same time possibly increase the 
total product, there is a double gain, which is precisely 
the point of which I hoped more would be made. 

Now as to the alleged oversight which Professor 
Franklin has called attention to, I think it is not alto- 
gether an oversight. I have discussed the question as 
though it were not a question wholly of international 
trade. If you are discussing a theory of international 
trade, I should at once admit the proposition which 
Professor Franklin has made. As I look at it, however, 
it is not a question of international trade — and the 
strong free trade writers have pushed it back of inter- 
national trade, and make it a question of production. 
That is the point, or that is the phase of the question, 
which it seemed to me most important to discuss. To 
the contrary of what Professor Franklin has said, we 
are not going to get the commodities any way. If we 
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get them we must do it either by producing them our- 
selves, or by importing them. If we are to import them 
we must have something to exchange for them ; but if 
we produce less under one policy than under another, 
we will have less to exchange. The natural resources 
in the country will support a larger population, and 
produce more wealth which will enable that larger 
population to live under one system than under another. 
With another system of industries you will have a 
smaller amount of wealth produced, and a smaller 
population, and a smaller population would not get the 
things. It is not a question of international trade but 
a question of production, after all. It is a question of 
getting the largest wealth out of the natural resources 
and not a question merely of international values, as it 
seems to me. 

Neither did I entirely overlook the possibility of the 
ejected laborers finding employment elsewhere when the 
land is turned into a sheep run. I asked, however, if 
they could be as well employed elsewhere as they were 
employed before ? If so, they would have been there 
anyway, or some of them would have been there any- 
way. I assumed that if they were employed on the 
land it was because they could be better employed there. 
To drive them elsewhere would cause loss to them. 

Now it is true, as Dr. Callender has said, that I did 
not go into the question of pointing out a large number 
of industries to which the principle would apply. I 
thought it perhaps sufficient to point the extreme cases 
and the medium cases. In my opinion any industry 
which pays a large rent is profitable in excess of its 
productiveness, I will leave it for members of this As- 
sociation to determine, whether there are industries 
which yield more rent than others, and whether there are 
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industries which yield less rent. The amount of rent, as 
I understand it, is the excess of the profitableness of the 
industry over the productiveness of the industry. There 
are industries which yield very little rent, and there are 
industries which yield a great deal of rent and I do not 
think I need to enumerate the industries here. 



